State of New Jersey

DEPARTMENT OF BANKING AND INSURANCE

PO Box 325
TRENTON, NJ 08625-0325
JAMES E MCGREEVEY Tel (609) 292-5360 HOLLY C BAKKE
Governor el (609) 202- Commissioner
Decenber 31, 2003
To: Donestic Fire & Casualty I nsurers
Re: Annual Statenent Filings

Pursuant to N.J.S. A 17:23-1, every insurer transacting business in this State shall
file with this Department on or before March 1 annually, a statement showing its
financial condition as of and for the preceding year ending Decenber 31. The annual
statement must be in the NAIC approved format and properly bound. Al'l appropriate
suppl emrental exhibits and schedul es nust be submitted by the NAIC due dates. Each
conpany is responsible for reading Bulletin No. 00-08 and nmaking sure that its annual
statement reflects the deviations required by the differences of New Jersey Statutes

and Rules fromthe NAIC Accounting Practices and Procedures Manual. The late filing
penalty inposed by N J.S. A 17:23-2 shall be strictly enforced. Carefully read the
annual statenment checklist. Sone instructions included on the checklist are not

duplicated in this letter.

The statement shall be subscribed and sworn to by the president and secretary or, in
their absence, two of the principal officers. The absence of the signature of the

president or the secretary shall be fully explained. Manual signatures shall be
required to execute the jurat (page 1) of the statenent. Facsim |l e or planograph
signatures will not be accepted.

Three conplete copies of the annual statenent and all supplenmental exhibits and
schedul es shall be filed with this Departnent.

STATE BUSI NESS

The workers' conpensation portion of the honeowners nultiple peril premum nust be
reported on the state business page, line 16 (workers' conpensation), not on line 4
(homeowners nultiple peril). This requirenment pertains to any annual statenent
exhi bit, schedul e or suppl ement that distinguishes |ines of business.

Pursuant to N J.A C 11:3-28.9(a), for the purposes of conpleting the New Jersey

State Business Page, the insurer shall include |osses in excess of $75,000 in the
total amount of |osses for private passenger autonobile and commercial autonobile
personal injury protection paynents (lines 19.1 and 19.3). Insurers shall also

provide a footnote on the State Business Page that indicates the anmount of |osses
reported, excluding l|losses from paynents of private passenger autonobile and
comrer ci al autonobil e personal injury protection paynments in excess of $75, 000.

Pursuant to the provisions of the FAIR Act (P.L. 1990, Chapter 8), certain |lines of
busi ness are subject to a tax and/or assessnent.
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In order for the Departnment of Banking and Insurance to accurately calculate this
assessment, consistency between the data filed with the NAIC and with New Jersey is
absol utely necessary. It is inperative that a New Jersey State Busi ness Page be fil ed
with the NAIC, in addition, the New Jersey State Business Page filed with the NAIC
and that filed with the State of New Jersey nust be one and the sane and nust refl ect
all New Jersey reporting requirenents.

In order to properly define only those |lines of business subject to such assessnent,
further descriptions of certain insurance coverages currently presented on the
"Exhi bit of Prem unms and Losses,” of the Annual Statenent, are required of insurers.

Your cooperation in this matter will help to ensure that your conpany is subject to
the correct tax assessnent base.

Line 31: Aggregate wite-ins for other |lines of business

Line 31 Wite-Ins are often required for certain specific purposes. So that this
i nformati on can be used correctly for the specific purpose intended, it is necessary
for conmpanies to include in the description the line of business from which the Line
31 Wite-1n was taken. For exanple, a wite-in line for Excess Wrkers' Conpensation
I nsurance which, were it not broken out, would have been included in Gther Liability,
woul d be shown as fol |l ows:

3101. Excess Wrkers' Conpensation Insurance (Line 17.1)

Thus, any Line 31 Wite-In should provide both a detail ed description of the |ine of
busi ness as well as the line of business fromwhich it was taken.

O her lines - Guaranty Fund Assessnents

For purposes of the New Jersey Property Liability Insurance Guaranty Association, the

followwng lines shall be separately identified in the "Exhibit of Premuns and
Losses" under the section pertaining to "Details of Wite-ins Aggregated at Item 31
For O her Lines of Business." |If the lines listed below are not separately listed,

they may be subject to the assessnent.

The lines to list separately, starting at line 3101 on the State Business Page, are
as follows:

1. Mechani cal Breakdown ("warranty" instrunents only)
2. Political Risk
3. Resi dual Val ue
4. Collateral Protection - Consuner Lending, Personal Property, Auto
Fl oorplan I nventory and Tractor and Equi pnment Fl oor pl an
5. Hospi tal Deductible
6. Nucl ear
7. M scel | aneous Surety
8. Private Passenger Death and D smenbernment
This category of lines is not necessarily all-inclusive. The criteria for including

a line in the assessment base depends on whether the line is covered by the Property-
Liability Insurance QGuaranty Association per N J.S. A 17:30A-2b. Since policies
witten for these lines may be unique coverages, the actual policy forms, if not
al ready evaluated, will be subject to review before actual determ nation of inclusion
or exclusion from the assessnent is finalized by the Departnent. An insurer's
requirement to file any new policy form will be determined by the Departnent at a
dat e subsequent to receipt of the current Annual Statemnents.
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ACTUARI AL OPI NI ON

NJ.AC 11:1-21 et seq. requires all property and casualty insurers to submt a
witten opinion by a "qualified actuary" regarding the adequacy of loss and |oss

adj ust ment expense reserves for all lines of business. An independent opinion is
preferred. If both a conpany and an independent opinion have been rendered, please
submit both opinions to the Departnent. New Jersey donestic insurance conpanies nust

submit an opinion with an original signature.
SCHEDULE F

Pursuant to N.J.A C. 11:3-28.9(b), for the purposes of conpleting Schedule F of the
annual statenent, insurers shall consider the assunption and rei nbursement by the New
Jersey Unsatisfied daim and Judgnment Fund (NJUCJF) of private passenger autonobile
and comerci al autonobile personal injury protection paynents in excess of $75,000 as
a reinsurance transaction (the NAIC has assigned the NJUCIF the pool nunber of AA-
9991160) . Insurers shall consider assessnents paid to the NJUCIF pursuant to
N.J.S.A 39:6-63, based on the insurer's premuns for private passenger autonobile
liability insurance (including PIP) and comercial autonobile liability insurance
(including PIP) as ceded premium prorated for the appropriate line of business on
whi ch the assessnent was based.

| N\VESTMVENT VALUATI ON SUBSYSTEM (1 VS)

NJ.AC 11:19-2 establishes the data submssion requirements for all donestic
i nsurers under the Financial Exam nations Monitoring System The 1VS requirenents
have been updated by Bulletin No.:03-34 to CD-ROM or DVD-ROM A copy of the bulletin
i s encl osed.

AVENDVENTS
Cccasionally, a conpany determ nes that changes nmust be made which will result in
amended Annual Statenent data (including the State Business Page). Based on the

di scussion above, it is inperative that any anended Annual Statenent page or pages
(including the New Jersey State Business Page) be filed with the NAIC and New Jersey
on atinely basis to ensure that the database remains accurate and up-to-date.

QUARTERLY STATEMENT FI LI NGS

Every domestic insurer transacting business in this State shall file with this
Departnment quarterly, on or before My 15, August 15, and Novenber 15, three copies
of a statenent showing its financial condition as of and for the preceding quarter.
The quarterly statement nust be in the NAIGC approved fornat. Each conpany is
responsi bl e for inplenenting any changes required by the NAIC

PREM UM TAX

A premiumtax is inmposed by N J.S A 54:18A-1 et seq. on all direct premuns witten
on New Jersey busi ness.

Prem uns shall be reported annually on or before March 1 on fornms supplied by the
Di vision of Taxation. Wth the singular exception of fire insurance prem um taxes
that are payable to the Firemen's Relief Association on local fire districts all
taxes are to be submtted to the Director of the Division of Taxation and nade
payable to the State Treasurer of New Jersey.



The Firenen's Relief Association has identified all fire districts wth an

associ ati on code nunber. Therefore, effective January 1, 1998, insurers are no
longer permtted to allocate fire insurance premum taxes to a 999 code for |Iocal
fire districts not activated. Al taxes mnmust be allocated to a valid local fire

district code. A current listing of the codes nay be obtained from
New Jersey Firenen's Relief Association
Attn: Barbara Coppol a
50 Evergreen Pl ace
East Orange, NJ 07108
(973) 677-9295

Bl OGRAPHI CAL AFFI DAVI TS

Wthin forty-five (45) days of the date of an officer's or director's appointnent or
el ection, the conpany shall provide to this Departnment the officer's or director's
bi ographi cal affidavit duly executed on the form available on our web site (URL is
www.nj.gov/dobi/acrobat/ucnjbio.pdf) whi ch can be reproduced as needed. Likew se, the conpany
shall notify this Department within forty-five (45) days of the date of an officer's
or director's death, resignation or termnation.

Al'l such notifications to this Department shall be nailed to the attention of Raynond
Conover, Chief Insurance Examiner, at the address indicated above.

Hol Iy C. Bakke
Comi ssi oner

Encl osure
4-FCD (Rev. '03)



